
I-' COUNCIL *--] COMMUNICATION 

' AGENDA TITLE ALTERNATIVE ;'AX APPORTIONhlENT (TEETER) 

MEETING DATE Qctober20, 1993 

PREPARED BY: Finance Director 

RECOM35WED ACTION: That the City Council adopt the aitached Resolution to authorize the 
San Joaquin County Auditor-ControlIer to apportion property tax revenues due the City of Lodi in 
accordance with the provisions of the Teeter Plan. 

APPROVED. 
THOMAS A. PETERSON feCYClbd  paper 

REASON FOR NOT ADOPTih. I f l IE TEETER PLAN 
By supporting the "Teeter Plan" the City of Lodi forfeits the right to future tax penalties in the arnoilnt 
of 1 11296 per month of delinquent property taxes due the City. This is approximately $150,000 per year 
based on  current delinquencies. 

Crty Manager I 
CC-1 



CONCLUSION 
The alternative method of tax apportionment know as the "Teeter Plan" will give the City of Lodi a one- 
time distribution of $482,000 in needed revenues to offset property losses due to State "grabs" of the 
City's property tax both this year and last ycar. For this, the City will forfeit future rights to tax 
penalties on the unpaid property tax. 

Finance Director 



Resolution No 

RESOLUTION REQUESTING INCLUSION OF THIS ClTy INTO 
THE ALTERNATIVE METHOD OF PROPERTY TAX DISTRIBUTION 

KNOIVN AS THE TEETER PLAN 

WHEREAS, State Law authorizes counties to adopt alternative procedures for the distribution of 
property tax revenue, commonly known as the Teeter Plan; and 

WHEREAS, the Revenue and Taxation Code Sections 4701 and 4717 allow for this alternative 
method of property tax apportionment; and 

WHEREAS, this City Council has determined lhat adoption of the Teeter Plan by the County of 
San Joaquin and ap$catior. of the Teeter Plan to h i s  City is beneficial; 

NOW, THEREFORE, BE IT RESOLVED that upon approval of the Board of Supervisors of 
the County of San Joquin, the San Joaquin County Auditor-Controller is authorized to apportion property 
tax revenues due this City according the provisions of the Teeter Plan. 

Adopted by the City Council of the City of Lodi this 20th day of October 1993 by the following vote: 

AYES: Council Members - 
NOES: Council Mzmbers - 

ABSENT: Counci! Members - 

ABSTAIN: Council Member: - 

Jennifer M. Pemn 
City Clerk 
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Attachment A 

County of San Joaquin 

Aiternative Method 04 Tax Apportionment 
The “Teeter” Plan 

Bac kground/Status 

In 19.19, the State Legislature adapted fievc‘n;ii-3 2nd Taxation Code Section 4701 r%*kch 
authorized the ”Al ternstive hkthod of P rqxr ty  Tax Distribution.” This alternative 
method was proposed by the Cmtrir Costa Comty Auditor-ControlIer whose last name 
was Teeter, artd therefore, the rr,e:hd i s  sc.::w:irnes referred to as the ”Teeter” Plan. As 
stated in Section 3701, “It is . . . the o l y c t  !o tbLis alternative procedure to accomplish a 
simp1 cation of the tax-lcvyiI:g and :,t \.--,ippc)rtioning process and an increased flexi- 
bility in the w e  of available cash resoucie:. ’ Xiis mc!h& has been used by Contra Costa 
for over 40 years and is uscd in four ,z!iwr ‘ - 8  l.:r,tics !Solsno, Siskiyou, El Dorado, and 
Tuolumne). Man). counties a re  so*.*: ccm%ide,riiTg whether to convert to the Teeter Plan 
because of the local property tirx shift tc\ sckitai)!c 3 r d  the onet ime propcrty tax reduction 
provision of SB 742. 

The basic c o x e f t  of the Tmer Plzn i j  :hd: &:A 5 taxing agency receives !@O%, of their cur- 
rent securcrd tax levy. The , i r n o ~ r ~ ~ t  p i d  t‘ .~( i ,  : !:or in excess of actual col!ections is funded 
f ro3 a Tax Resources Fund. 3ionies c<.)i!eL!yt! !:om deliriqiient secured taxes are then 
added back to th? Tax Resourczj Furd  %!i:-i*;Limt ;id redemption pcnaities are placed 
in ii Tax I.oss Reserve Fun.+ \‘CLen t h  w--~:~:~- :*xiid reaches fow percent of all taxes and 
assessments iec-ied for the fisi.,! ).par, LP;. t ’ k t  i’<s is thcn avaiiab!e ti, th.p County General 
Fund. 

I 



P, s.1 

Rwenuc  azd Taxation Ccdc c.  - t i c ~ . i  4-  
arno:rn:, excluding the F r d * ~ ~  : pwci . : i *c  : bt x p x i z l  assessment. b? deposited into the 
Tax Loss Reserve Fund. 

r~ ,i:tres that  five percent of the buy-out 

Potential Benefits: 
The Teeter Plan offers the t s r . ~ ~ ;  ager4:it 3 I:: 'an JoaqJin County the following benefits: 

Provides a one-time i i-  :caw rn p : - y r t : T  tax re-.*enues to ail taxing agcncics. 

b Simplifies the fropert) '.I* re1 *niic es1:ziation and allocatim i?fccess for the 
agencies and the AudI'or-C! wtrolle: 

P Stabilixs FiOptXtY taa r.=venr:r*t f o r  n ! i  reipirnt 2gencies. 

F isc I m plications: 
The Teeter Plan has $3 dircd c!ii:t i ; r i  ~ ~ . . . . c r ~  ,igt'acy that rcccives J share ofsan Jmquin 
County's secured property t a x i 5  o r  ?l.i.:t.*: -;wcial assessments on the tau  roll. 24 taxing 
agencies converted to the Tee!er Plzn & \ ~ t i l d  lt2ceive 95% of t!ie delinquent property 
taxes plus 95% of  prior yenrs' cMrql . :~ :n~  .m.i rdernption pcnal!ics and 100% of current 
year levy. Atiditiomlly, agenrie.;, esccy?! skw.!is, would also benefit because the County 
o o u l d  he buying out delinqui.::: taw; a t  t-)rc:prrty tax distribution factors not affected by 
the property t a x  shifts fGr 1393-94. 

For the County Genera! Fund, :LIZ 1')i ~ - - 5 i ~ ! e  :;i.iredse i r i  projxrty taxes would be spprox- 
irnately SF 8 nd!inn. Tkis $fi.S I: : H i .  . I  v . i i I  be L ~ W ~  to finance the required reserves to 
implvment the Teeter ?'h:i. .4~J.xti~)ac+i!>, Sf3 7-:2 ( I W j  allows counties converting to the 
Teckr P!an ;1 cnetiitie prqxrr:: j!i'!! rcdilctio: for the excess prqwrty tax revenue that 
sdioo!s receive in i993-94 c i w  k b  t t i ~ . ~  c ~ r ~ v e v i ~ m .  T h s  me-time "credit" for the County 
is estimated to be apprcxirna:t iy S10.6 :511;02. 

. .. 

Steps to Implementation: 
* Sari Joaquin County t5:w-d c'! 5t:ivru .ors must adopt J resolution converting to 

the Teeter Plan ti); Octet.-;.: i 5: I+?? 

* . b y  Laxing zgency ! h j t  ! s  dwnI.?d :-*<>i to have the County Treasury as its legnl 
depository must have : t i  gvb.;-,rn. !is I ~ . t v  adopt a "opt-in" resolution to be 
incl?xded in the Teeter I'!,:n 
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County of  San Joaquin 
Conversion to Teeter P!an - financial Analysis 
Projected f 993-94 Secured & Deiinqent Property Tax Allocation 
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Resolution of the City Council of _ . . _ _ _ ~  

Resolution 93- 

Resolution Requesting Inclusion of this City into 
The Alternative licthorl of Property Tax Distribution 

Knon r i  A s  The Teeter Plan 

WHEREAS. State Law azii.roriLc-s i.oun~+:. to adopt an alternaive prxedure for the distri- 

bution of propcny lax revenue, c.emmonly known as the Tceter Plan; a d  

i 

‘ 
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Attachment D 

Resolution of the Board of Directors of 

Resolution 93- 

Resolution Requesting Inciusion of this District into 
The Alternative hleihod of Property Tax Distribution 

Known As Thc Teeter Plan 

WHEREAS. State Law I;ctliorixts coiim?.; LO adopt an alternative procedure for the distri- 
bulici: of property t;Lx rcvcnue. C<1iRmo:t!y k v w n  2s the Teeter Plan; and 

1 
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8. INFORMATl . Inca1 Government Finan, SB 742 (Senate Cornmittet 

on l3irdret and Fiscal Review). Teeter Plan. Sirned by 
Governor, 

In 1993-94, many counties in the state will be implementing a different properly 1:vc 
allocation procedure in 1993-94 known as the ‘Teeter Plan”. First enacted in 1949, the 
Teeler  Plan“ provides sn alternative way to handle the allocation of revenues attrihutablc 
to delinquent property taxes. Counties may, but are not required to, IJSC the Teeter Plan. 
Prior to 1993-94, five counties (Contra Costa, El Dorado, Modoc, Siskiyou and Solano) 
implemented the Teeter Plan. Counties may adopt the Teeter Plan, after a public hearing, 
by resolution of the board of supervisors. The plan will thereafter remain in effect unless 
(1) the board orders its discontinuance or (2) a petition is filed with the board by not less 
than two-thirds of the participating revenue districts in the county for its discontinuance. 

Signed by the Governor on July 19, 1993, SB 742 extends the date by which counties must 
pass an ordinance enacting the Teeter Plan from July 15 to October 15 for the 1993-94 fiscal 
year. In addition, Sn 742 allows counties adopting the Teeter Plan for the tirst time this 
year to reduce their 1993-94 property tax shift pursuant to SU 1135 by an amount equal to 
the net property tax revenues received by school districts in 1993-94 attributable to tllc 
Teeter Plan. 

Counties electing to operate under the Teeter Plan allocate property taxes to jurisdictions 
based on the total amount of property taxes levied, not the amount collected. At the timc 
the county adopts the Teeter Plan, the county must forward to each local agency deiinquent 
property taxes from prior fiscal years. In  each county that adopts the Teeter Plan for the 
first time in 1993-94, the cities and all other taxing agencies will receive a lump sun1 
payment of all prior delinquencies. 

For counties not operating under thc Teeter Plan, interest and penalty is allocdtcd to all 
local agencies based on their pro rata share of the delinquent property tax. However, the 
county does retzin the penalty on delinquent property taxes if  the delinquency is cleared up 
within the same fiscal year. By adopting the ’Tecter P h i  counties are allowed to retain the 
interest and penalty on delinquent property taxes in exchange for advancing the full property 
tax payment to other jurisdictions. Given ;he current spread between the rate at which 
counties can borrow funds to finance the revenues they advance to other jurisdictions, and 
the interest rate of 18% and the 10% pcnalty charged on delinquent taxes, some counties 
believe they can profit from adoption of the Teeter Plan. 

Cther counties have estimated that except for the one-time reduction in their property tax 
shift in  1993-94, allocating property taxes pursuant to the Teeter Plan is a revenue Ioss for 
counties over the next ten years. In fact. the only significant change to the Teeter Plan in 
SB 742 is the one-time reduction in the propcrty tax transfer. When evaluating the Teeter 
Plan, cities must consider the propcrty tax delinquency rate i n  their jurisdiction, thc level 
of recoverable delinquencies and their estimation of inflation and the cost of borrowing 
money over the next ten to twenty years. (Rcferrcd to previously in Bullciin #25-1993.) 

4 October 1, 1993 


